
Cash is the most popular means of payment in China, 
but this has not prevented several varieties of alternative 
payment mechanisms being introduced since 2001, 
including prepaid cards issued by retail stores, top-up 
cards from telecommunications companies, and some 
credit cards. While cash remains the most popular means 
of exchange in China, we are seeing a rapid shift towards 
electronic payment methods.

For many years, these non-bank 3rd party payment providers 
have been operating in a grey area without regulation or 
government oversight.  As more Chinese citizens have adopted 
these services, the Chinese government has decided to 
leverage these innovative advances to help build up the financial 
infrastructure system as well as start to regulate their activities.

The increased proliferation of information technology in China, 
from laptops to smartphones, and the rapid development and 
adoption of Internet businesses, is gradually driving commerce 
onto new platforms. This trend is placing a burden on existing 
financial institutions where some are struggling to handle the 
increased payment volumes being requested of them. This 
situation has allowed a new breed of non-bank payment providers 
to emerge and quickly flourish to fill the gap in the market.

The Chinese government’s focus on payments was first 
mentioned in the Formulation of the 11th Five-Year Guidelines 
(2006-2010) for National Economic and Social Development (the 
Guidelines). This specifically mentioned for the first time that 
efforts would be directed to grow the service industries.  In the 
Guidelines, three of the activities listed had a direct impact on 

By now, it should be clear that the center of the 
payments universe is unmistakably moving east. The 
facts are undeniable: in 2010 alone, Asia’s share of 
global payment transaction volumes on general 
purchasing cards increased from 26 percent to 31 
percent. And by 2015, Asia’s purchasing volume is 
expected to be double that of the United States.From emerging to leadingIn part, this massive shift reflects the changes underway 

across Asia. Population growth – while moderated –
continues to spike, meaning more people and therefore 
more transactions. Much of Asia (China in particular) is 
also experiencing increasing levels of affluence and a 
growing middle class which leads to higher levels of 
consumerism and greater household liquidity. Rapid 
urbanization is also catalyzing transaction volumes as 
more people move into cities and start paying for everything from rent to transportation. 

But much can also be said of the impact of mobile on the 
payments ecosystem. Asia’s consumers and businesses 
already enjoy widespread access to the newest mobile 
devices and – with device prices continuing to fall – these 
innovations are increasingly being snatched up by even 
the poorest of citizens. Mobile has also led to greater use of micropayments as 
new app-wielding citizens start to consume services and products in ‘bite 
sized’ pieces (one renminbi, for example, can buy a 
farmer access to local weather forecasts or a thermometer from online auction house Alibaba.com). In 
turn, this is placing increasing upwards pressure on 
transaction volumes.  
Policy drives changeOf course, governments have also played a key role in 
driving the growth of payment transactions in Asia. 
China’s leadership, for example, has prioritized payments, 
outsourcing and cloud computing in the most recent Five 
Year Plan, thereby encouraging the development of the 
payments ecosystem.Interestingly (and in stark contrast to most western 
governments), China sees the development of their 
mobile network as a critical infrastructure play – more 
important in many ways than the building of roads, rails or 
ports – and have therefore invested heavily to ensure that 
mobile solutions are available to all of their 1.8 billion 
people. 

Clearly, China’s leadership recognizes that a functioning, 
efficient and secure payments system is key to maintaining 
growth. Indeed, as the Governor of the People’s Bank of 
China, Zhou Xiaochuan, noted, “The extensive development of China’s payment system in recent years, 
and its safe and efficient operation, has effectively 
supported and promoted economic and social development 
for the country.”

Sprinting down the roadGiven the rapid (and seemingly sustainable) pace of 
change in the east, it should come as no surprise that the 
payments sector in Asia is on the verge of leapfrogging 
their peers in the west. Indeed, with little to no ‘legacy’ 
infrastructure to upgrade, many of Asia’s leading payments 
organizations have found themselves well placed to take 
immediate advantage of the latest systems and technologies. 

What is more, Asian payments participants have quickly 
turned challenge into advantage: Asia’s higher transaction 
volumes have led to lower costs for customers, even while 
the region’s rapid adoption of mobile has pushed payments 
infrastructure out to the most remote of villages.  The bottom line is that the agenda of the global payments 

industry is now largely being driven by the east and – if 
foreign players are not quick to assess the impact of this 
tectonic shift – they may find themselves struggling to 
compete in this bold new world. 

As China looks to redefine its payments industry, many 
organisations – both domestic and global – are keenly 
monitoring what is soon to be the world’s largest 
payments market. Indeed, the real question today is 
not whether China will modernise their payments 
environment, but rather how local and global players 
can take advantage of the opportunities that are now 
emerging. 

An ecosystem evolutionOver the past few years, it has become increasingly 
apparent that China is determined to transform their 
payments industry. The clearest indication comes from the 
Chinese government itself, which, in the 12th Five-Year 
Plan, has made the payments industry a high priority. 

A Tectonic Shift:China as a payments superpower 

© 2012 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. © 2012 KPMG Advisory (China) 

Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International.

12 AUGUST 2012 | ISSUE 1

SIBOS Bulletin

www.kpmg.com/cn/Quarterly-Business-Update

© 2012 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. © 2012 KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a 

member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss 
entity. All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International. 

1

Payments
Transformation

Quarterly 
Business 

Update

PART ONE

In this Issue
3rd Party Payment Licensing – 

What You Need to Know 

History of Payments Regulation

Continued Government Support

What do the Licenses  
Permit Holders to do?

SEPTEMBER 2012 | ISSUE 2 

3rd Party Payment Licensing – What You Need to Know

History of Payments Regulation

http://kpmg.com/CN/en/IssuesAndInsights/ArticlesPublications/Newsletters/Changing-Face-of-Commerce/Pages/Default.aspx
http://kpmg.com/CN/en/IssuesAndInsights/ArticlesPublications/Pages/Merchant-View-of-Card-Payments-201108.aspx
http://www.kpmg.com/CN/en/IssuesAndInsights/ArticlesPublications/Publicationseries/Great-Payments-Transformation/Pages/Default.aspx
http://www.kpmg.com/cn/en/issuesandinsights/articlespublications/newsletters/quarterly-business-update/pages/default.aspx


the payments market, namely (1) developing 
the financial services standards, (2) actively 
promoting the use of information services; and 
(3) regulating and developing commercial and 
professional services. 

Recognising that these 3rd party payment 
providers (such as prepaid 
card issuers, virtual card 
issuers and mobile 
payment providers) play 
an important role in the 
way that payments in 
China will develop, 
the People’s Bank of China (PBOC) started 
to study, draft and gather feedback from the 
industry. Several operating regulations and 
supplements were published in 2007 and 2009.  

In 2010, the PBOC finally launched a 
regulation that requires all non-bank payment 
service providers to obtain a license in 

In the 12th Five-Year Plan, the Chinese government continued to emphasise the  
role of the payments sector as a key development area for the China 
Services Sector. In addition, they announced that the government will drive 
the development of a national mobile payment standard to promote the 
development and implementation of mobile applications for mobile payments, 
transport ticketing and payment of public utilities and shopping. When 
complemented with other technology initiatives to grow the Cloud Computing 
environment in China, it is anticipated that these efforts will help the long-
term development of China’s online and digital payments market. 

When first announced in 2010, more than 260 companies initially 
applied for payment licenses. As of 27 June 2012, four rounds 
of licenses have been issued and a total of 196 companies have 
managed to obtain a license.

The licenses issued to date allow companies to engage in 
specified payment and settlement services within the territory of 
China based on six major categories of service:

•	 Internet (online) payments

•	 Mobile payments

•	 Prepaid card issuing and acquiring

•	 Bank card acquiring

order to conduct 3rd party payment transactions in 
China. The non-bank payment service regulations 
established detailed provisions on the scope of 
the third party payment service, the qualifications 
and requirements for operating a business, and 
provided a degree of consumer protection. 

According to the non-bank 
payment service regulations, 

effective 1 September, 2010: 
‘Non-bank institutions must 

obtain a Service Provision 
License from the PBOC before 

engaging in payment and 
settlement services within the territory of 
China.  All non-bank third-party payment 
service institutions in operation prior 
to the implementation of the Payment 
Service Regulations must obtain 
the License within a year of the 
announcement.’ mary.chong@kpmg.com
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We are seeing a 
rapid shift towards 

electronic payment 
methods.

•	 Foreign Currency Exchange

•	 Digital TV payments.

The Digital TV payments category has only appeared in the 
last round of licenses being provided and has been added by 
the government in recognition of the growing market of video 
streaming, cable channels and TV shopping.

So how can licenses be obtained, who already is playing in the 
market and what criteria need to be met?

These questions will be answered in Part 2 of our look  
at the 3rd Party Payments markets in China.

What do the Licenses Permit Holders to do?
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As part of our commitment 
to the development of the 

Payments industry, we will 
be providing the ‘Payments 

Transformation Quarterly 
Business Update’. If you 

would like to continue 
receive these updates 
or have any questions 

regarding the information 
provided, please contact:
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